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European  Problems 

and  Their  Relation  to 

American  Business 


( 


I  err, 


September,  1921 


The  committee  appointed  by  the  Cham- 
ber of  Commerce  of  the  United  States  to  visit 
Continental  Europe  for  the  purpose  of  observ- 
ing conditions  has  presented  the  accompany- 
ing report  to  the  Board  of  Directors  of  the 
Chamber.  The  members  of  the  committee 
were  I 

Joseph  H.  Defrees,  President,  Chamber 

of  Commerce  of  the  United  States;  John  H. 
Fahey,  former  President,  Chamber  of  Com- 
merce of  the  United  States,  and  Director  of 
the  International  Chamber  of  Commerce; 
Silas  H.  Strawn,  Chairman  of  the  Board, 
Montgomery  Ward  &  Co.;  Robert  P.  Lamont, 
President,  American  Steel  Foundries  Co.] 
John  J.  O'Connor,  Manager,  Finance  De- 
partment, Chamber  of  Commerce  of  the 
United  States;  and  James  H.  Douglas,  Jr., 
Secretary. 

The  report  is  now  published  for  the  infor- 
mation of  the  members  of  the  National 
Chamber. 


European  Problems 

and  Their  Relation  to 

American  Business 

Your  Committee  appointed  to  visit  Continental  Europe 

to  observe  present  business  and  financial  conditions  re- 
spectfully submits  the  following : 

Memben  of  the  Committee  participated  in  the  meetings 
of  the  International  Chamber  of  Commerce  held  in  London 

in  June  last,  and  there  came  in  contact  with  business  men 
and  bankers  from  twenty  countries.  Subsequently,  the 
committee  visited  GermaiQr,  Czechoslovakia,  Austria,  and 
France,  and  held  conferences  with  government  leaders, 

bankers,  merchants,  manufacturers,  economists,  and  repre- 
sentatives of  labor. 

The  time  at  the  di^posid  of  your  Committee  did  not  per- 
mit detailed  investigations  of  economic  conditions  in  the 
countries  visited,  but  there  was  ample  opportunity  to  obtain 
definite  impressions  as  to  the  outstanding  factors  of  the 
financial  and  business  situation.  It  was  most  significant 
that  in  all  of  tiie  countries  tl^re  was  little  variance  of 
opinion  as  to  the  conditions  which  dominate  the  world's  busi- 
ness, the  causes  for  these  conditions,  and  as  to  what  should 
be  done  to  relieve  the  present  depression  and  restore  the 
more  normal  operations  of  conmierce. 

There  is  evidence  on  every  hand  that  the  world  is  now 
operating  on  a  basis  of  less  than  half  of  the  prewar 
standard,  although  a  few  industries  are  enjoying  full  or 
nearly  full  activity  in  some  countries. 

There  are  no  dependable  figures  to  measure  the  great 


EUROPEAN  PROBLEMS 


* 

decline  in  consumption,  but  European  economists  whose 

opinions  are  highly  regarded  declare  that  the  consumption 
of  tiiree  hundred  million  people  has  been  reduced,  on  the 
average,  to  afanost  thir^  per  cent  of  what  it  was  previous 
to  the  war. 

There  is  a  great  need  of  raw  materials,  food,  clothing, 
and  all  kinds  of  manufactured  products.  Millions  of  people 
want  the  commodities  which  otiiers  could  supply.  They  are 
unable  to  buy  because  their  money  is  so  reduced  in  value 
that  it  has  little  buying  power.  Every  purchase  at  the 
present  high  rates  of  exchange  means  payment  at  a  price 
which  is  nearly  prohibitive.  This  generally  means  the  issue 
of  more  paper  money  and  consequent  furtiber  contraction 
of  the  already  limited  buying  power. 

Improvement  of  the  situation  and  the  restoration  of 
biqring  power  is  not  d^ndent  entirdy  on  the  esctension  of 
credit  by  the  countries  wishing  to  sell.  A  certain  amount  of 
long  time  credit  may  be  utilized  with  safety.  In  general, 
however,  a  buyer  in  a  country  whose  currency  has  seriously 
depreciated  cannot  make  purchases  in  the  United  States, 
and  promise  paymoit  in  dollars  six  months  or  a  year  h^nce, 
because  it  is  wholly  impossible  to  estimate  what  must  be 
paid  for  those  dollars  when  payment  is  due.  Such  a  pur- 
chaser can  assume  the  risk  only  when  there  is  reasonable 
stabihly  in  the  exdiange  of  his  country  and  conditioiu  are 
such  that  he  may  have  confidence  in  the  future. 

The  currencies  of  the  countries  affected  cannot  be 
very  mudi  improved  or  the  exchange  situation  placed  on  a 
more  dependable  basis  without  aid  in  the  form  of  loans 

which  will  strengthen  the  governments'  fiscal  positions  and 
permit  them  to  stop  the  issue  of  further  paper  money. 

The  credit  and  capital  of  the  slartmger  nataons,  however, 
cannot  be  employed  in  amounts  sufficient  to  overcome  the 

present  crisis  without  assurance  of  settled  conditions. 

In  every  country  your  Committee  found  unanimous 
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agreement  that  confidence  does  not  exist  because  peace  is 
not  established,  although  nearly  three  years  have  elapsed 
since  the  Armistice. 

While  marked  progress  has  been  made  and  there  has 
been  a  surprising  degree  of  improvement  in  some  directions 
even  m  the  last  year,  it  is  apparent  that  business  in  Europe 
has  come  to  a  definite  pause,  and  is  not  hkely  to  resume  the 
movement  forward  until  the  armed  conflicts  which  sHU 
persist  there  are  stopped  and  the  menace  of  recurring  war- 
fare is  removed. 

Among  the  bankers  and  business  men  of  every  country 
visited,  it  is  the  general  beUef  that  the  estabUshment  of 
peace  and  restoration  of  confidence  are  impossible  without 
ttie  whole-hearted  cooperation  of  all  allied,  neutral,  and 
former  enemy  countries. 

Before  the  war  the  European  countries  transacted 
about  two-thirds  of  the  total  international  business.  They 
i>urcha8ed  more  than  half  of  the  exports  of  the  United 

States. 

In  the  resumption  of  normal  economic  life  in  Europe, 
there  are  so  many  questions  with  which  the  United  States 
is  concerned,  that  it  is  almost  impossible  to  say  which  are 
of  the  most  importance.  There  are  four  subjects,  however 
to  which  your  Committee  beUeves  our  people  must  give 
greater  att^tion.  They  are : 

The  payment  of  the  German  reparations. 

The  United  States  Army  on  the  Rhine. 
The  condition  of  Austaia  and  Central  Europe. 
What  may  the  United  States  do  to  aid  in  im- 
provement of  the  general  situation. 

Preliminary  to  a  review  of  conditions  found  by  the 
Committee,  it  may  be  helpful  to  refer  briefly  to  a  few  well- 
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known  facts  which  should  be  kept  in  mind  in  considering 
the  present  relation  of  the  United  States  to  the  rest  of  tiie 
world. 

Myts  voA  Fofcigii  Tiacle 

Omitting  ahnost  a  billion  dollars  of  accrued  interest, 
the  other  nations  owe  the  United  States  more  than  ten 
billions  of  dollars,  made  up  roughly  of  ihe  following 
amounts: 


Great  Britain   $4,166,000,000 

F^Ince    3,351,000,000 

Sv    1,648,000,000 

Bel^um  

Russia    198,000,uuu 

Poland   186,000,000 

Czechoslovakia    ?}'S22*222 

Serbia   S'SSS'SS 

Roumania    liffiftOO 

Austria   it'ooo'oOO 

Greece    lo,UUO,uw 

F^nia    14,000,000 

irmS ::::    12000,000 

Armenia  ...    9,000,000 

F^and  ■ '  *    8,000,000 

Savla    5,000,000 

yfthuania   5,000,000 

hSJ^.'.*.'.'.       ••••  i'^oo,ooo 

US^.    26,000 


This  debt  is  being  increased  by  accruing  interest  at 

the  rate  of  about  $1,500,000  a  day. 

In  addition,  it  is  estimated  that  over  $3,000,000,000  is 
owed  to  our  banks  and  business  men  by  foreign  countries 

and  their  citizens. 

The  foreign  trade  of  the  United  States  developed 
gradually  to  large  proportions  in  the  period  before  the  wwr. 
During  the  five  years  prior  to  1914  it  amounted,  on  the 
average,  to  about  $4,000,000,000  a  year. 


4 


AND  AMERICAN  BUSINESS 


In  the  fiscal  year  1920  the  vahie  of  our  foreign  trade 

was  $13,347,000,000,  or  over  a  billion  dollars  a  month.  In 
1921  it  dropped  more  than  two  billions  of  dollars  to  $10,- 
171,000,000,  or  23.8  per  cent  This  loss  was  divided  equally 
between  imports  and  exports.  Our  exports  dropped  from 
$8,109,000,000  in  1920  to  $6,616,000,000  in  1921,  or  19.6 
per  cent,  while  our  imports  declined  from  $5,238,000,000  in 
1920  to  $3,654,000,000  in  1921,  or  32.2  per  cent.  Lower 
prices  are  an  important  factor  in  the  decreased  value  of 
our  exports. 

The  products  of  our  farms  and  mines  represent  about 
two-thirds  of  our  exports.  Cotton  holds  first  place  and 
wheat  second. 

For  the  year  ending  June  30, 1921,  our  export  of  wheat, 
including  wheat  flour  (reduced  to  wheat  equivalent) ,  was 
864,000,000  bushels  and  of  rye  46,000,000  bushels.  During 
the  five  fiscal  years  1910  to  1914,  inclusive,  our  export  of 
cotton  averaged  8,840,000  bales.  In  the  year  ending  June 
30,  1920,  there  were  7^70,000  bales  exported,  while  m  tbe 
year  ending  June  30,  1921,  there  were  but  5,623,000  bales, 
due  to  an  accumulation  of  high  priced  cotton  in  Europe 
and  to  a  lack  of  buying  power. 

Our  exports  of  bacon,  ham,  shoulders  and  lard  for  the 
five  years  1910  to  1914,  inclusive,  averaged  824,000,000 
pounds;  in  1920  the  total  was  1,665,000,000  pounds,  while 
for  the  year  ending  June  30,  1921,  the  total  was  1,400,000,- 
000  pounds.  Our  exports  of  food  products  to  C^tral 
Europe  continue  very  large. 

Prom  fbe  figures  quoted  respecting  these  few  commodi- 
ties we  assume  no  member  of  the  Chamber  of  Commerce 
of  the  United  States  will  seriously  consider  the  propositions 
that  this  country  should  isolate  itsdf  from  Europe,  our 
greatest  market,  or  tiiat  the  question  of  our  foreign  trade 
does  not  interest  practically  every  business  man,  every 
farmer,  and  every  worker  in  the  United  States.  The  de- 
vt^mmt  of  our  indusMes  requires  not  simply  that  our 
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foreign  trade  be  maintaiiied  but  that  it  be  persistently  ex- 

panded. 

Payment  ot  the  German  Reparations 

The  problem  involved  in  the  payment  of  Reparations  is 

one  in  which  the  United  States,  in  common  with  all  other 
important  commercial  nations,  is  greatly  concerned. 

As  the  United  States  has  abready  declared,  we  believe 
that  Germany  should  make  good,  to  tiie  ulmost  limit  of  h^ 
ability,  the  damage  she  has  wrought.  Certainly,  the  world 
could  not  acquiesce  in  a  situation  by  which  the  nation  which 
was  Uie  primMT  cause  of  so  mudh  suffering  would  escape  the 
consequences  of  her  aggression  by  paying  a  small  part  of  the 
cost,  while  the  greater  portion  is  left  as  a  burden  upon  the 
I)eoples  she  attacked. 

It  is  inevitable  that  the  people  of  Germany  must  acc^t 
the  penalty  and  must  endure  privations  for  some  years,  in 
order  to  repair  so  far  as  they  may  the  injury  caused  by  the 
madness  of  the  government  they  supported.  There  is  evi- 
dence that  many  of  tiie  German  people  believe  that  she  must 
pay  to  the  full  extent  of  her  ability,  for  the  damage  done,  and 
realize  they  must,  through  hard  work,  contribute  their  share. 
It  seems  dear  that  the  present  government  and  its  support- 
ers are  conscientiously  l^ng  to  solve  the  problm  and  meet 
the  required  payments. 

There  is,  however,  an  unfortunately  large  number  of 
men  representing  industrial  and  financisd  interests  who,  be- 
lieving that  the  bulk  of  these  payments  must  come  out  of 
them,  refuse  to  regard  the  settlement  arrived  at  as  final. 
They  are  strongly  opposed  to  the  payment  of  the  sums  fixed, 
insist  upon  the  inabilily  of  Gmoai^  to  pay,  and  campaign 
persistently  against  government  leaders  and  all  otiiers  in 
Germany  who  contend  that  the  indemnity  or  anything  like 
it  must  be  paid.  They  are  supported  by  the  Monarchists  and 
the  Militarists,  and  while  these  groups  are  in  the  minority,  * 
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they  are  powerful  influences.  If  they  should  secure  polit- 
ical ascendracy,  even  temporarily,  and  att^pt  to  repu- 
diate or  evade  the  Reparations  settl^ent,  it  is  inevitable 

that  a  crisis  will  develop  which  will  be  a  further  menace  to 
peace.  The  danger  of  such  an  occurrence  requires  that  the 
United  States  and  Allied  Nations  shall  at  all  times  present 
a  solid  front,  and  thus  carry  conviction  tiiat  escape  from 
reasonable  demands  will  not  be  permitted.  Unless  these 
nations  thus  act  in  concert,  France  will  be  impelled,  in  self- 
defence,  to  use  military  pressure,  as  she  has  in  the  past. 

Your  Committer  feels  unable  to  express  an  opinion  as  to 
whether  Germany  can  pay  the  amount  of  the  indemnity 
fixed.  It  believes  that  only  experience  will  demonstrate 
Germany's  ability  in  this  respect,  and  this  must  depend  in  a 
large  degree  upon  the  promptness  with  which  tiie  normal 
business  of  the  world  is  restored,  upon  Germany's  success 
in  securing  outside  financial  assistance,  and  her  capacity 
to  put  her  fiscal  affairs  in  order. 

While  there  may  be  many  differences  of  view  as  to  the 
irower  of  Germany  to  meet  the  indemnity,  we  have  the  opin- 
ion of  some  of  the  best  of  the  German  leaders  tiiat  it  can  be 
paid  and  will  be  paid,  if  Germany  is  given  a  reasonable 
chance. 

The  terms  of  the  Reparations  settlement  are  sufficiently 
elastic  to  permit  of  giving  Germany  full  consideration  in 
the  event  of  difficulties,  provided  she  sincerely  tries  to 
meet  her  obligations. 

It  is  essential  that  Germany  shall  have  a  fair  chance 
to  produce  and  distribute,  if  she  is  to  meet  tiie  necessary 
payments,  and  it  is  in  the  interest  of  all  of  the  countries, — 
Germany  in  common  with  the  others, — that  the  payment  of 
the  Reparations  be  so  financed  as  to  cause  the  minimum  of 
dislocation  of  world  commerce. 

Your  Committee  qu^tions  whether  the  Reparations 
Commission,  on  which  it  believes  the  United  States  should 
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be  represented,  has  sufi&^ently  broad  powers  to  meet  the 
situation.  The  Commission  was  organized  to  fix  the  indem- 
nity and  enforce  its  payment.  The  effect  of  such  payments 
on  international  trade  and  finance  was  not  realized  suffi- 
ciently when  the  Commission  was  constituted. 

Loans  between  the  governments,  in  connection  with 
reconstruction,  seem  no  longer  feasible.  Therefore,  financ- 
ing in  connection  with  Reparation  bonds  and  payments  be- 
comes the  problem  of  private  business.  Your  Committee 
is  of  the  opinion  that  an  organization  representative  of  the 
financial  and  business  interests  of  the  leading  countries 
should  be  constituted  to  work  continuously  with  the  Repa- 
rations Commission  in  dealing  with  this  and  other  great 
financial  problems  which  must  be  met  during  the  next  ten 
years. 

In  l^e  absence  of  international  machinery  designed 
to  meet  tiiis  need,  and  functioning  with  general  support, 

business  uncertainty  will  continue  and  it  will  remain  im- 
possible for  bankers  or  business  men  to  plan  intelligently 
for  the  future. 

On  no  country  is  the  present  foreign  exchange  situa- 
tion reacting  more  harmfully  than  the  United  States,  and 
none  is  more  concerned  in  efforts  to  improve  it  and  to  deal 
with  the  problems  involved  in  the  Reparation  payments. 

The  United  States  Army  on  the  Rhine 

The  Committee  believes  there  is,  in  the  United  States, 
little  appreciation  of  the  importance  to  us,  as  well  as  to 

Europe,  of  the  presence  of  our  forces  on  the  Rhine. 

It  should  be  remembered  that  under  the  terms  of  the 
Armistice,  the  Allied  armies  occupied  the  bank  of  the  Rhine 
to  prevent  the  renewal  of  war  by  Germany,  to  insure  her 
disarmament  and  the  payment  of  the  indemnity.  The 
United  States  assumed  its  part  of  this  work  in  common 
with  the  armies  of  the  other  countries. 
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Oiir  present  forces  on  tiie  Rhine  nianber  approximately 

14,000  men.  The  French  have  140,000,  the  Belgians  17,000, 
and  the  British  14,000  (less  those  sent  to  Upper  Silesia.) 

The  territory  occupied  by  our  forces  is  not  extensive, 
but  strategically  it  is  very  important.  We  are  represented 
unoflicially  on  the  Rhineland  High  Commi8si<m,  which  con- 
trols the  occupied  territory.  There  are  no  better  disci- 
plined or  more  efiicient  forces  in  Europe  than  our  soldiers  on 
the  Rhine.  They  are  respected  everywhere  for  their  good 
nature  and  their  self-control,  and  tiiey  reflect  the  highest 
credit  on  the  United  States  Army  and  on  our  people. 

It  is  natural  that,  following  intense  animosity  aroused 
by  tile  war,  the  area  of  direct  contact  between  the  late 
enemies  should  be  one  in  which  f eeliag  runs  hii^  and  fric- 
tion is  almost  continuous.  Influenced  by  less  intense  emo- 
tion than  the  people  of  the  countries  overrun  by  the  Ger- 
mans, our  officers  and  soldiers  have  been  a  great  harmoniz- 
ing influence  and  have  prevented  many  conflicts.  They 
command  confidence  on  all  sides  and  tiie  effect  of  thdr  pres- 
ence in  the  day-to-day  work  of  maintaining  order  can 
hardly  be  over-estimated. 

Although  acting  only  informally  and  unofficially  with 
the  Rhindand  High  Commission,  our  able  r^res^tativest 
who  have  cooperated  with  the  Commission  in  the  adjustment 
of  difficulties,  have  nevertheless  exercised  great  influence 
for  good.  No  decision  of  the  Commission  has  been  made 
exx^pt  by  unanimous  agreement,  and  none  reached  which 
was  inharmonious  witii  tiie  views  of  tiie  American  repre- 
sentatives. 

If  the  United  States  Army  is  withdrawn  in  its  entirety, 
the  important  section  it  controls  undoubtedly  will  have  to 
be  occupied  by  French  ti'oops.  France  would  then  be 
obliged  to  maintain  fences  along  tiie  entire  length  of  tiie 

fine,  with  the  exception  of  the  short  sectors  where  the 
British  and  Belgians  are  in  control.  The  feeling  between 
tiie  German  and  French  peoples  is  intense.  After  long  de- 
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lays  and  many  evasions  by  Germany,  France  forced  upon 
that  country  the  realization  that  she  was  prepared  to  oc- 
cupy so  much  of  Germany  as  was  necessary  to  insure  com- 
pliance with  the  disarmament  provisions  of  the  Peace 
Tteaty,  and  the  payment  of  l^e  indemnify.  French  action 
has  been  vigorous,  and  it  is  apparent  that  during  recent 
months  the  hatred  which  attaches  particularly  to  the  French 
Army  has  not  diminished.  If  the  American  forces  on  the 
Rhine  are  now  taken  away  and  the  French  administration 
necessarily  extended,  a  great  modifying  influence  will  be 
removed,  and  the  possibilities  of  further  trouble  increased. 

There  are  numerous  German  interests  which  desire 
Ameri<^  withdrawal,  believing  that  it  would  indicate  defi- 
nite separation  of  the  United  States  from  cooperation  with 
the  Allies.  These  groups  believe  that  the  sentimental  eifect 
of  such  action  -would  be  of  great  importance  to  Germany. 

On  the  other  hand,  the  majority  of  the  German  leaders 
with  whom  your  Committee  met  expressed  the  hope  that 
the  American  Army  would  remain  at  least  until  more  stable 
conditions  were  established  in  Europe.  These  leaders  be- 
lieve that,  so  far  as  Germany  is  concerned,  the  extra  cost 
of  American  forces,  as  compared  with  the  others,  is  of 
minor  consequence  in  view  of  the  value  of  their  presence. 

It  has  been  suggested  that  our  army  be  removed  en- 
tirely, while  our  representatives  cooperating  with  the  Rhine- 
land  High  Commission  remain,  and  that  the  value  of  our  in- 
fluence would  Hkm  be  preserved.  Your  Committee  does  not 
agree  with  this  view.  The  occupation  of  the  Rhineland  is 
military.  The  administration  is  military,  and  the  influence 
of  the  United  States  is  vastly  greater  because  of  the  pres- 
ence of  our  soldiers,  and  the  respect  for  military  forces 
whidb  naturally  exists  in  this  territory  following  tiie  war. 
If  the  area  were  occupied  by  Allied  police  instead  of  armed 
soldiers,  it  probably  would  be  impossible  to  maintain  order. 

Our  soldiers  on  the  Rhine  are  well  cared  for  and  con- 
tent, and  satisfied  to  remain  as  long  as  our  government  be* 
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lieves  it  necessary.  Their  number  is  being  steadily  reduced 
as  the  terms  of  service  expire  or  men  apply  from  time  to 
time  to  return  to  the  United  States.  Your  Committee  be- 
lieves that  the  size  of  the  forces  might  be  still  f urthw  re- 
duced, but  that  we  should  continue  to  maintain  a  sufficient 
number  of  men  to  control  properly  the  area  assigned  to  us, 
until  such  progress  has  been  made  in  the  establishment  of 
peace  that  we  may  withdraw  with  confidence  tibiat  we  will 
not  soon  be  called  upon  to  decide  what  attitude  we  shall  take 
in  another  European  war.  To  withdraw  our  army  until 
the  outlook  in  Europe  is  clearer  would  be  a  very  grave  mis- 
take. 

Guarantees  cf  Security 

The  conditions  existincr  between  France  and  Germany 
dominate  the  European  situation,   Similiur  conditions  in 

Central  Europe  are  of  nearly  equal  importance.  In  West- 
ern Europe  the  French  fear  of  future  military  aggression 
by  a  rehabilated  and  revived  Germany  influences  the  whole 
problem. 

There  is  practically  no  dissent  in  any  of  the  European 
countries,  among  those  who  have  given  the  subject  most 
thought,  from  the  belief  that  if  Germany  pi^s  the  ind^- 
nity  fixed,  or  anything  like  it,  she  must  again  show  great 
industrial  strength,  even  greater  than  before  the  war.  Her 
metallurgical  plants  and  chemical  industries  must  be  de- 
veloped further.  Such  a  GermaiQr  witih  a  population  of 
over  sixty  million  people  will  likewise  be  potentially  a  great 
military  power. 

The  speed  with  which  countries  having  large  industries 
may  be  turned  to  the  production  of  war  material,  and  the 
almost  unlimited  possibilities  of  the  chemical  industry  as 
a  factor  in  modern  warfare  have  been  fully  demonstrated. 

It  is  pointed  out  that  Germany  has  millions  of  soldiers 
who  have  returned  to  civil  life.  She  has  a  larger  num* 
ber  of  trained  fighting  men  than  any  other  country.   In  the 
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process  of  disarming  Germany,  since  the  signature  of  the 
treaty,  great  difficulty  has  been  encountered  in  securing  de- 
livery of  her  arms  and  ammunition. 

It  is  argued  that  the  promptness  with  which  Germany 
is  able  to  place  men  in  the  field  is  demonstrated  by  the  fact 
that,  during  the  recent  controversy  respecting  Upper  Silesia, 
a  force  of  more  than  fifty  thousand  men  was  assembled  from 
nowhere  in  two  weeks,  fully  equipped  with  machine  guns, 
heavy  artillery  and  airplanes. 

Twice  in  fifty  years  France  has  been  overrun  by  t^e 
German  armies.  The  last  war  resulted  in  damage  which 
Germany  cannot  make  good  and  an  appaUing  sacrifice  of 
hfe. 

Bdng  now  in  a  position  to  take  measures  for  her  own 
protection,  France,  with  her  population  of  thirty-eight 
million  people,  compared  with  her  neighbor  of  over  sixty 
million,  does  not  propose  to  take  chances  on  the  future. 

Either  Germany  must  pay  to  France  a  substantial  part 
of  the  damage  she  has  caused,  or  France  is  economically  crip- 
pled for  generations.  France  intends  that  Germany  shall 
pay.  If  France  cannot  at  the  same  timB,  by  some  sound 
agreement  among  the  nations,  be  assured  against  another 
German  outbreak,  French  sentiment  will  strongly  oppose 
retirement  from  the  banks  of  the  Rhine  and  will  be  tempted 
to  encourage  and  promote  the  division  of  the  separate  states 
which  now  make  up  G^nmany. 

France,  in  common  with  some  of  Germany's  other 
neighbors,  does  not  consider  that  there  is  a  sound  reason  in 
the  interest  of  humanity,  why  the  preseit  German  R^ublic 
should  continue,  when  states  within  its  borders  do  not  value 
such  solidarity.  There  is  a  strong  opinion  in  countries 
bordering  Germany  that  it  would  make  for  continuous  peace 
in  the  world  if  Gennoiqr  should  be  broken  up  mid  r^ered 
impotent  for  military  action  in  the  future. 
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Among  those  who  hold  this  view  the  convidaon  exists 
that  the  great  nations  of  the  world  will  be  unable  to  get  to- 
gether for  the  firm  establishment  of  peace  and  the  assur- 
Mice  of  security  which  Fraiwse  and  some  of  the  other  Eu- 
ropean nations  feel  they  must  have  for  the  future. 

The  earnest  apprehension  which  exists  in  France  con- 
cerning the  danger  of  a  restored  Germany  is  apparent  in 
every  political  group  and  among  all  classes  of  citizens. 
Similar  fear  exists  in  Poland  and  Czechosbvakia. 

Believing  there  is  yet  no  peace,  but  instead,  recurring 
minor  conflicts  and  constant  danger  of  the  resumption  of 
large  operations,  France  consequently  feels  obliged  to  carry 
an  army  of  sev^  hundred  and  fifty  thousand  men. 
Czechoslovakia,  with  only  fourteen  million  inhabitants,  has 
a  standing  army  of  one  hundred  and  fifty  thousand  men. 
(On  a  corresponding  basis,  the  United  States  would  have 
an  army  of  nearly  one  million  two  hundred  thousand.)  It 
is  estimated  that  Poland  has  under  arms  two  hundred 
thousand  soldiers.  Hungary,  Roumania  and  Jugoslavia  all 
have  large  armies.  This  military  activity  is  in  addition  to 
that  in  Southeastern  Europe  where  war  between  the  Greeks 
and  Turks  still  continues. 

While  the  attainment  of  real  peace  in  Central  Europe, 
and  in  turn  in  Russia,  presents  a  great  problem  which  must 
soon  be  solved  if  serious  economic  difficulties  are  to  be  over- 
come, there  is  no  escape  from  the  fact  that  the  relation  of 
the  restoration  of  Germany  to  peace  in  Europe  and  security 
for  France,  and  Germany's  neighbors,  is  the  question  which 
must  be  met  first. 

The  mines,  industries  and  lands  of  northern  France 
must  be  r«E(tored  before  that  country  can  enjoy  real  pros- 
perity. The  enormous  plants  and  the  great  skill  of  the  in- 
dustrial Germany  which  did  business  throughout  the  worid 
before  the  war  must  also  be  utilized  fully  before  commerce 
between  the  nations  can  resume  its  normal  development.  It 
does  not  seen  possible  for  either  to  occur,  however,  unless 
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tiiere  is  p^ioe  and  some  promise  that  military  aggression 
by  Germany  or  any  other  important  state  will  be  prevented 
in  future  so  far  as  such  prevention  is  humanly  possible. 

It  is  essential  to  Germany,  in  her  own  interests,  that 
some  plan  shall  be  devised  by  which  France  and  other 
European  countries  shall  be  given  assurance  of  security  in 
the  future.  Some  of  the  most  important  leaders  in  Germany 
frankly  declare  that  France  should  have  such  assurance. 
They  were  unable  to  suggest  any  acceptable  guarantee  which 
Germany  herself  could  offer,  but  they  expressed  the  hope 
that  the  other  countries  might  soon  agree  upon  some 
method  of  meeting  the  situation.  German  leaders  believe 
that  otherwise  they  must  live  and  work  for  years  in  a 
state  of  constant  friction  with  France  and  the  ever-present 
possibihty  of  French  armies  occupying  more  territory 
"Mrbenever  difficulties  arise. 

The  cost  of  the  Armies  of  Occupation  represents  a 
large  sum  of  money  which,  under  the  Treaty,  Germany  must 
pay  in  addition  to  indemnities.  If  this  expense  could  be  cut 
off  or  reduced  to  a  minimum,  it  would  help  Germany  greatly 
in  making  payment.  It  would  render  outside  financial  aid 
to  Germany  much  easier  than  under  present  conditions.  It 
would  likewise  be  of  assistance  to  France,  since  it  would  re- 
store to  productive  effort  thousands  of  her  young  men  now 
in  her  army  whose  employment  as  a  police  force  represents 
an  enormous  burden,  and  is  a  drag  on  the  whole  world.  The 
possible  removal  of  this  burden,  however,  depends  upon 
some  effective  plan  for  tiie  maintenance  of  peace,  on  which 
the  nations  unite. 

The  Gennan  Situation 

As  indicated,  peace  is  as  necessary  to  the  economic 
restoration  of  Germany  and  the  development  of  her  power 
to  pay  proper  indemnities  as  it  is  requisite  to  the  recovery  of 
France  and  her  relief  from  intolerable  military  expendi- 
tures.  Germany  cannot  pay  unless  she  produces  at  her  full 
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capacity  and  has  opportunity  to  sell.  She  cannot  so  produce 
without  raw  materials  greatly  in  excess  of  the  quantity  she 
now  obtains.  It  is  practically  impossible  for  her  to  procure 
tiie  requisite  raw  materials,  a  large  portion  of  which  she 
must  import  from  other  countries  where  the  exchange  is 
against  her  by  a  wide  margin,  unless  she  can  obtain  credit 
and  her  government  fiscal  system  is  placed  on  a  very  much 
better  basis  than  at  present. 

Greater  financial  aid  will  not  be  extended  to  Germany 
by  other  countries  in  the  measure  necessary  unless  she  can 
pursue  her  rehabilitation  in  peace  and  there  is  confidence 
that  a  secure  central  government  will  be  maintained  within 
the  German  Republic.  If  there  is  the  constant  possibility  of 
breakdown  and  dismemberment  of  thai  state,  it  is  next  to 
impossible  for  Germany  adequately  to  be  financed. 

German  industries  are  at  present  operating  on  a  basis 
of  about  one-half  capacity.    Some  are  working  one  hun- 
dred per  cent  and  more,  but  the  number  whose  operations 
are  reduced  is  such  as  to  bring  the  average  down.  There 
is,  of  course,  considerable  unemployment,  but  not  enough 
under  present  conditions,  and  especially  during  the  summer, 
to  constitute  a  social  and  political  menace.    The  number 
Of  men  out  of  work  seems  small  compared  witii  the  United 
States  and  England,  but  this  is  accounted  for  by  the  fact 
that  in  many  industries  there  is  a  scheme  of  part-time  em- 
plojnnent  and  a  shift  system  is  enforced.   In  some  lines  the 
number  of  excess  employees  is  very  large.   To  handle  great- 
ly reduced  traffic,  the  railways  which  are  operated  by  the 
government  carry  three  and  one-half  times  the  number  of 
^ployees  used  brfore  the  war.    In  other  government  ser- 
vices the  ratio  is  reported  as  four  to  one  compared  with  the 
prewar  period.    The  explanation  made  for  this  condition 
is  that  most  of  the  men  are  demobilized  soldiers  and  that  if 
they  were  not  employed  in  some  way  they  would  have  to  be 
maintained  in  idleness  by  the  government. 
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The  wages  of  Gennaii  workers  measured  in  dollars  are 
very  low.  It  is  a  great  mistake,  however,  from  the  domes- 
tic standpoint,  to  consider  wages  in  any  European  country 

with  depreciated  currency,  except  on  basis  of  its  own 
money. 

German  workers  are  being  paid  very  high  wages  in 
marks  and  they  still  regard  this  paper  money  with  much  of 
the  respect  they  had  for  the  old  mark.  Mai^  of  them  fond- 
ly look  forward  to  the  time  when  the  mark  will  be  rated  at 
Its  prewar  value  while  they  will  continue  to  receive  almost  a» 
many  marks  as  they  do  now. 

While  operating  within  her  own  boundaries  on  the 
basis  of  paper  marks  and  selling  abroad  in  gold  gives  Ger- 
uaany  some  advantage  in  export  trade,  the  great  reduc- 
tion m  wages  which  must  come  when  the  mark  rises  sub- 
stantially in  value  will  bring  to  Germany  many  difficulties. 

The  wages  paid  German  workers  at  present,  even  on  the 
paper  basis,  are  sufficient  to  give  them  a  fair  standard  of 
hvmg,  although  very  much  lower  than  they  enjoyed  before 
the  war.    During  the  war,  and  immediately  afterward,  the 
German  standard  represented  but  the  bare  means  for  main- 
taimng  life.   Indeed,  at  times  it  was  close  to  starvation. 
The  contrast  of  present  conditions,  when  the  workers  are 
able  to  get  a  reasonable  amount  of  food,  is  such  that  they  are 
fairly  weU  satisfied.   Their  condition  is  so  much  better 
than  that  of  the  middle  classes,— salaried  employees  and 
those  dependent  upon  pensions  or  an  income  from  savings 
or  inheritance,— that  the  workers  consider  themselves  for- 
tunate.  It  is  probable,  therefore,  that  for  some  time  to 
come  German  labor  is  likely  to  be  satisfied  with  what  ap- 
pears to  the  outside  world  to  be  an  amazingly  low  wage  and 
standard  of  living.   At  present  the  wages  in  Germany  per- 
mit her  to  produce  the  goods  she  manufactures  at  very  low 
costs  and  to  sell  in  the  markets  of  the  world  on  a  basis  with 
which  few  countries  can  compete. 
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This  condition  must  change  as  Germany  extends  her 
foreign  trade.  The  more  she  sells  abroad  for  dollars,  the 
more  h^r  mark  must  appreciate  in  vahie  and  her  prices  on 
the  dollar  basis  increase. 

Again,  it  is  contended  by  those  who  have  studied  the 
situation  closely,  that  when  the  new  taxes  become  effective 
l^ore  the  end  of  this  year,  taxes  which  are  largely  neces- 
sary to  meet  the  indemnity,  manu&cturing  costs  must  rise 
and  the  great  disparity  in  prices  which  the  Germans  can 
offer  in  competition  with  other  countries  will  be  reduced. 

Meanwhile  the  cost  of  living  continues  high  in  Ger- 
many,— in  July  prices  were  higher  than  at  any  time  in  a 
year, — and  this  may  be  expected  to  increase  wage  costs  still 
further  in  many  directions. 

If  the  German  government  is  hot  soon  able  to  secure 
tile  financial  aid  necessary  to  stx'engliien  her  monetary 
fijystem,  her  progress  toward  larger  operations  must  be  slow 
and  the  purchases  of  raw  materials  from  other  countries 
must  continue  to  be  in  small  quantities.  This  process  will 
affect  her  ability  to  pay  indemnities  and  inevitably  carry 
the  threat  of  recurring  crises,  with  political  possibilities 
which  cannot  be  forecast.  At  tiie  same  time,  if  l»rge  un- 
€ftnployment  should  occur  during  a  severe  winter,  internal 
social  disturbances  can  hardly  be  avoided. 

Germany  must  rebuild  her  fordgn  trade  to  pay  the 
Repu^tions.  This  is  necessary  quite  aside  from  pa3nnents 
to  France  in  the  form  of  building  materials,  machinery, 
and  other  commodities  for  the  restoration  of  the  devastated 
regions. 

France  fully  realises  today  the  need  of  receiving  a 

substantial  part  of  the  payment  due  her  hi  IJie  form  of 
goods,  and,  notwithstanding  reports  to  the  contrary,  your 
Committee  is  convinced  that  the  French  people  now  under- 
stuid  the  practical  common  sense  of  this  method  of  pi^- 
ment  and  largely  are  reconciled  to  it.  It  is  true  that  some 
interests  in  France  fear  the  effect  on  their  own  business  of 
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payment  in  kind  by  Germany;  nevertheless  the  demand  bv 
tt^r^r^"^  without  delay  is  ,uite  evident  and  St 

licenst  forTn'd  *^  »«  "quiring 

licenses  for  and  imposing  cuatoma  duties  on  all  hn„np,, 

xrrrrriertirdS;^^.;:.'^^^^ 

i^^z^r  ----  " 

settlement  there  seems  no  longer  adequate  reason  for  the 

aoHf^^i  K^rf  °' *«»""^«'"»-  interference,  restrict 
non  of  German  ability  to  work  and  pay  and  likewise  a 
waste  of  money  because  of  the  x^JiZ^^^^^t 

nw  .  ^""^  ««rves  to  over-em- 

SriTe  F  •  „r '■'"'"'"^  Ce-»  P^e 

i-  A.tl^\""*"°*     ^  Sapreme  Council  held  in  Paris 
M  »t  the  suggestion  of  France,  that 

steps  should  be  taken  for  the  early  abandonment  of  tb> 
present  sanctions  on  the  Rhine,  and  it  i«  therefore  to 

tTLl  ^i^^  troublesome  matter  wiB  be  settled  before 
toe  %mL  of  me  year. 

Your  Committee  is  convinced  that  France,  notwith- 
standmg  assertions  to  the  contrary,  is  anxious  to  remove 
every  possibihty  of  future  teouble,  but  the  problem  always 
resohres  itself  into  the  need  of  positive  assurance  agaii^t 
another  attack  and  of  payment  by  Germany  for  the  dam- 
age she  has  wrought 

Other  European  countries  which  normally  represent  a 
large  demand  for  goods  may  resume  the  process  of  rebuild- 
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ing  and  may  gradually  develop  trade,  but  until  the  situation 
which  now  afflicts  France  and  G^many  is  cured,  improve- 
ments in  otiier  directions  are  of  no  great  avail. 

Russia,  for  example,  may  soon  be  reopened  and  recon- 
struction commenced  there.  In  that  event,  there  will  be 
a  considerable  demand  on  other  countries  for  raw  materials 
and  manufactured  products,  but  the  best  information  avail- 
able indicates  that  Russia's  recovery  will  be  slow.  The 
breakdown  of  the  Russian  transportation  system  is  such 
that  a  long  time  will  be  required  before  facilities  are  avail- 
able in  Russia  for  the  movement  into  that  country  of  neces- 
sary supplies  or  the  exportation  of  Russian  commodities 
in  exchange.  Moreover,  serious  as  the  risks  are  in  the 
more  stable  countries  of  C^tral  Europe  and  in  Germany, 
in  undertaking  financial  and  business  enterprises,  they  are 
infinitely  greater  in  Russia. 

The  capital  and  credit  of  other  countries  are  not  likely 
to  be  placed  at  the  disposal  of  Russia  until  there  is  evidence 
of  protection  and  safety. 

If  Russia  could  be  restored  promptly  to  production  it 
would  aid  in  the  recovery  of  Germany,  but  this  alone  would 
not  give  stability  to  German  conditions. 

Central  Europe  and  Czechoslovakia 

The  conditions  of  uncertainly  and  insecurily  in  the 

more  important  countries  of  Central  Europe  are  still  bad. 

Your  Committee  was  unable  to  visit  Poland,  but  accu- 
rate information  as  to  the  situation  tiiere  is  available  in 
every  European  capitaL 

In  the  United  States,  remote  from  the  scene,  it  is  diffi- 
cult to  realize  the  far-reaching  effect  of  the  conflict  over  the 
division  of  Upper  Silesia,  as  well  as  the  fear  of  Russia  «rid 
Germany  whic^  exists  in  Poland. 

Polish  currency  is  greatly  depreciated.  The  country  is 
stiruggling  to  maintain  an  army  of  abnormal  size.   Her  in- 
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ternal  political  eondition  is  precarious  and  she  is  constantly 
«igaged  in  quarrels  with  her  neighbors  over  trade  rela- 
tions with  them.  Between  Poland  and  the  other  states  of 
Central  Europe,  as  weU  as  between  these  separate  states 
tbemselves,  there  is  a  condition  of  confusion  about  trans- 
portation, tariffs,  and  embargoes  at  frontiers,  which  con- 
stitutes a  serious  bar  to  free  commerce  and  holds  back  th6 
reconstruction  of  the  countries  affected. 

This  situation  is  due  to  the  same  lack  of  confidence  that 
•exists  in  Western  Europe,  the  fear  of  more  war  and  inability 
to  reform  the  government  financial  systems  of  the  countries 
involved. 

The  settlement  of  the  Upper  Silesian  problem  should 
bring  considerable  relief,  but  this  represents  only  one  feature 
of  the  situation.  There  are  scores  of  lesser  adjustments 
which  are  essential  before  these  countries  can  trade  with 
each  other  efficiently  and  live  together  as  peaceful  neighbors. 

With  fertile  fields  and  large  and  efficient  industries, 
Czechoslovakia  is  easily  one  of  the  most  promising  states  of 
Central  Europe.  Nearly  seventy  per  cent  of  all  the  indus- 
try of  the  old  Austrian  Empire  is  within  the  boundaries  of 
Czechoslovakia,  and  most  of  the  coal  and  raw  materials  pro- 
duced in  the  former  Empire  are  located  in  the  new  Czech 
State.  The  f  ourte^  million  people  of  this  country  are  ener- 
getic, ambitious,  intelligent  and  enterprising.  They  are 
showing  commendable  capacity  for  self-government,  but 
the  country  is  nevertheless  confronted  willi  many  diffi- 
culties. 

The  manufacturing  power  of  Czechoslovakia  is  such 
Uiat  she  can  supply  the  wants  of  her  own  people  for  such 
goods  as  she  produces  by  operating  her  ^nts  to  the  ex- 
tent of  f«rty  per  cent  of  their  capacity.  To  enjoy  full 
prosperity,  she  must  export  fifty  to  sixty  per  cent  of  her 
possible  output. 

Before  the  war,  the  market  for  the  steadily  increas- 
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ing  output  of  Czechoslovakian  factories  was  primarily  in 
the  r^t  of  the  Dual  Monarchy,  t.  e.,  Hungary  and  Austria, 
where  tbia  output  was  protected  from  eompetilion  by  tar- 
iffs. She  sold  the  balance  of  her  production  largely  in 
Roumania,  Jugoslavia,  and  the  adjoining  territory.  In  this 
area  she  had  the  advantage  of  proximity  and  the  facilities 
of  Vienna  as  a  great  centrally  located  market  in  which  ihs 
people  of  these  countries  did  most  of  their  buying. 

Vienna  supplied  bank  facilities,  convenient  transporta- 
tion, and  a  thorough  knowledge  of  the  languages,  needs  and 
-credit  standing  of  buyers  throughout  this  great  territory. 
A  large  part  of  the  prewar  business  of  Czechoslovakia  was 
transacted  through  Vienna  and  the  ownership  of  most  of 
her  industries  was  in  Virana. 

With  the  constitution  of  the  new  state  and  confidence 
in  her  new-found  strength  and  power,  Czechoslovakia  en- 
deavored to  transfer  the  handling  of  most  of  this  business 
to  her  own  borders  and  to  c^ter  it  at  Prague.  With  tiie 
disturbed  conditions  which  existed  all  about  her,  she  felt 
obliged  to  keep  a  large  part  of  her  coal  which  formerly 
went  to  Austria  and  Hungary. 

With  transportation  chaotic,  she  feared  to  permit  her 

freight  or  passenger  cars  to  go  beyond  her  borders.  Up 
to  the  present  she  has  believed  it  necessary  to  stop  all 
trains  at  her  frontiers  and  there  transfer  goods  and  pas- 
sengers to  Austrian  trains  and  those  of  otlier  neighboring 

countries. 

This  practice  has  led  to  great  confusion,  delay,  and  loss 
as  well  as  continued  quarrels.  The  autJiorities  of  Czecho- 
slovakia point  out,  however,  l^t  when  iibiey  attempted  to 
overcome  these  difficulties  by  permitting  their  rolling  stock 
to  go  into  new  Austria  and  other  states  it  seldom  returned 
because  of  t^e  imperative  needs  of  her  neighbors.  Such 
cars  as  were  sent  back,  whenever  an  ^cdtange  ixtck  place, 
were  usually  out  of  repair  and  less  valuable  t^an  the  rail- 
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way  equipment  of  Czechoslovakia,  which  is  in  fairly  good 
condition.  The  result  of  these  incidents  is  a  high  state  of 
mutual  suspicion  and  a  constant  tendency  toward  reprisals. 

No  definite  commercial  treaties  between  the  Central 
European  countries  have  yet  been  worked  out.  There  are 
temporary  agreements  for  brief  periods,  which  are  a  fre- 
quent cause  of  difficulty  because  of  allegations  that  they 
are  not  faithfully  kept.  It  is  undoubtedly  true  that  in  some 
instances  economic  conditions  do  not  permit  of  their  be- 
ing carried  out.  One  country  will  agree  with  another  to 
deliver  certain  quantities  of  foodstuffs  or  raw  materials 
in  exchange  for  commodities  of  another  character  from  a 
second  state.  One  of  the  nations  will  make  deliveries  in 
whole  or  in  part  while  the  other  fails  to  do  so.  Frequently 
this  failure  is  due  to  causes  beyond  control,  but  this  fact 
do«s  not  help  ttie  situation  materially. 

Austria  is  undoubtedly  more  largebr  the  victim  of 
these  circumstances  than  any  other  country  in  the  group, 
but  they  all  suffer  in  a  considerable  degree.  The  result  is 
that  the  business  of  all  of  them  is  far  below  what  it  ought 
to  be,  and  the  condition  constitutes  a  grave  handicap  to 
their  financial  and  economical  recovery. 

Czechoslovakia  is  operating  to  about  forty  per  cent 
of  her  capacity.  She  has  large  modern  textile  plants,  for 
example,  which  normally  purchase  cotton  in  the  United 
States.  She  could  sell  substantially  all  of  her  cotton  and 
woolen  textile  output  in  neighboring  states  if  she  could 
buy  the  raw  material  needed  and  there  were  such  stabilily 
as  would  permit  the  extension  of  adequate  credit  to  her 
customers.  Such  credit  could  not  be  made  available  with- 
out the  application  of  some  sound  plan  of  financing  which 
would  help  the  entire  area,  and  the  success  of  such  a  plan 
is  clearly  dependent  upon  the  establishment  of  peace  and 
t3*anquility  in  tibis  section. 

These  conditions  can  hardly  be  secured  without  the 
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aid  and  cooperation  of  tilie  ii»>re  powerful  nations,  which 
should  be  inclined  to  help  in  their  own  interests,  because 
the  territory  represents  an  important  market  for  raw  ma- 
terials and  manufactures.  These  states  not  only  desire 
aid  of  this  character,  but  Ui^  are  eager  tiiat  it  should  be 
made  available  soon.  They  believe  iiuit  tiieir  future  largely 
depends  upon  it. 

The  Austriaa  PfoUem 

Austria  is  the  crux  of  the  Central  European  problem 
and  the  large  question  it  presents  practically  revolves  about 
Vienna.  Here  is  a  city  of  two  million,  one  of  the  finest 
capitals  of  the  world,  which  was  the  center  of  operations 
for  an  Empire  of  forty  million  people. 

Austria  now  has  within  her  new  borders  approximately 
SIX  and  one-half  million,  practically  cut  off  from  free  lead- 
ing relations  with  her  neighbors  and  no  longer  the  recog- 
nized clearing  house  for  their  business.  A  city  of  the  size 
of  Vioma  cannot  be  maintained  easily  as  a  gdng  concern 
by  so  small  a  national  population.  Austria  does  not  raise 
food  enough  to  live  on.  She  must  import  coal  as  well  as  a 
large  part  of  the  other  raw  materials  she  needs.  With 
tariffs  and  embargoes  on  every  side,  the  restriction  of  her 
business  is  obvious.  Further  burdened  with  thousands  of 
refugees  from  the  east,  only  charity  from  the  United  States 
and  elsewhere  has  kept  her  population  alive. 

In  the  face  of  these  vicissitudes,  her  improvement  dur- 
ing the  past  year  has  been  remarkable.  The  country  is  now 
enjoying  a  certain  hectic  activity,  which  is  greatly  influenced 
by  the  low  state  of  her  money  and  the  bargiins  which  the 
country  <^ers  to  foreign  buyers.  The  contrast  of  the  pres- 
ent scale  of  living,  altiumgh  low,  to  that  which  the  country 
suffered  so  long  is  such  that  her  workers  fire  reasonably 
satisfied.  ' 

Commimisiii  has  di8i4  »peared  and  the  present  govern^ 
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ment  in  spite  of  its  many  difficulties  is  functioning  with  a 
considerable  degree  of  satisfaction  to  its  people.  All  of  the 
rival  political  parties  have  joined  in  support  of  the  present 
ministry. 

The  most  serious  problem  the  municipality  of  Vienna 
has  to  deal  with  is  that  aflFecting  nearly  half  a  million 
people  of  the  middle  classes,  formerly  government  officials, 
pensioners,  small  professional  people,  and  tradesmen,  as 
well  as  those  who  before  the  war  lived  on  small  incomes 
from  inv^rtanents.  There  is  no  need  for  the  large  official 
group  maintained  in  government  departments  on  a  scale 
necessary  to  care  for  the  affairs  of  forty  million  people. 
The  crown  has  so  depreciated  in  value  that  its  purchasing 
power  permits  these  people  barely  to  exist  As  in  Germany 
the  workezs  whose  wages  have  increased  are  far  better 
off  than  the  people  of  this  class. 

The  workers  realize  this  fact  and  are  fairly  content 
with  their  lot,  although  a  large  number  of  ^em  are  working 
on  a  part-time  basis.  Under  laws  passed  some  time  ago  the 
industries  are  not  permitted  to  discharge  employes  freely. 
Many  of  them  are  carrying  an  abnormal  number  of  em- 
ployes. The  wage  is  so  low,  however,  in  comparison  to  that 
of  more  fortiinate  countries,  that  this  expense  is  not  as 
serious  as  it  night  appear  to  be,  and  the  costs  of  manufac- 
turing in  Austria  are  low  almost  beyond  comprehension. 

Little  by  little  the  veiy  small  factories  OTiploying  work- 
ers in  highly  skilled  trades  are  finding  themselves  and  in- 
creasing their  output.  The  results  of  their  handiwork  are 
of  such  artistic  value  and  the  prices  so  low  that  the  foreign 
dfflnand  is  gooti. 

SuperficiaUy,  conditions  in  Vienna  appear  to  be  much 
better  than  thef  really  are.  It  is  not  until  one  finds  that 
four  hundred  t.iousand  children  and  oth«r  d^ndents  are 
still  being  fed  dtdly  throui^  charity  that  the  real  situation 
becomes  apparent. 
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There  is  reason  to  believe  that  evcm  with  its  restricted 
territory  Austria  can,  and  will,  recover  and  be  able  to  main- 
tain a  life  of  some  promise  for  its  people,  if  it  receives  es- 
sential aid  from  outside  in  strengthening  its  finances  and 
restoring  its  currency.  A  prerequisite  to  its  future  is  the 
establishment  of  something  like  prewar  relations  with  its 
neighbors. 

Vienna  has  many  advantages  as  a  trade  center  for 

Central  Europe  and  is  so  placed  in  relation  to  the  trans- 
portation system  that  it  can  conduct  a  substantial  part  of 
the  business  with  less  expense  and  greater  efficiency  than 
any  o1^  nearby  center.  The  countries  contiguous  to  it 
are  at  last  coming  to  realize  this,  and  a  coniSrixuctive  plan 
might  be  carried  forward  with  the  aid  of  the  more  power- 
ful nations  which  would  promise  a  satisfactory  solution  of 
tlie  problem  of  Vienna  and  Austria. 

Next  to  the  restoration  of  peace  and  cooperation  in  the 
western  part  of  the  Continent,  comes  the  necessity  for  the 
establishment  of  like  conditions  in  G^tral  Europe.  One 
reacts  on  the  other  to  such  an  extent  that  they  are  almost 
inseparable. 

Austrian  Indebtedness  and  the  United  States 

The  financial  situation  in  Austria  is  most  difficult.  It 
has  been  the  subject  of  stuc^  on  tiie  part  cf.  an  international 
commission  constituted  as  a  result  of  the  International 
Financial  Conference,  held  in  Brussels  in  the  Fall  of  1920. 
This  commission  evolved  a  plan  for  imprcving  the  situation, 
which  cont^plates  relief  for  the  Austrian  government  by 
a  loan  and  by  reform  of  its  fiscal  system. 

The  conditions  have  been  accepted  by  the  Austrian 
government,  and  immediate  help  to  the  extent  of  some  $20,- 
000,000,  with  additional  funds  in  prospeti  has  been  pledged, 
dependent  upon  agreement  by  the  countHes  holding  obliga- 
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tions  of  the  Austiian  government  to  defer  |»ay]nent  of  their 
elaims  for  a  reasonable  period. 

AH  of  the  countries  involved,  except  Italy  and  the 
United  States,  have  agreed  to  deferment.  Italy,  it  is  under- 
stood, has  agreed  to  postpone  her  claim  if  the  United  States 
takes  similar  action.  Only  the  approval  of  the  United 
States  is  necessary,  therefore,  to  make  this  scheme  opera- 
tive and  give  to  Austria  the  relief  required  to  enable  her 
to  buy  food  for  her  people  to  carry  them  throuiEh  the  com- 
ing winter. 

The  debt  of  Austria  to  the  United  States  is  in  the  form 
of  obligations  to  the  United  States  Grain  Corporation,  in- 
curred for  foodstuffs.  At  present  no  official  of  the  United 
States  has  aut]{u>ri1y  to  defer  tbis  paym«nt»  but  such  author- 
ity is  contemplated  in  legislation  now  pending  in  Congress. 
The  whole  program,  in  so  far  as  Austria  is  concerned,  has 
been  delayed  fpr  some  months  because  the  United  States 
has  not  acted.  \ 

The  lUiq^oiisibility  of  the  United  Stales 

Today  the  vorld's  business  has  apparently  reached  a 
dead  center.  It  may  move  forward  from  the  present  point 
by  slow,  painful  land  uncertain  st^  with  tibte  result  tiiat 
the  process  of  reconstruction  will  ext^d  over  many  years. 
How  long  such  movement  would  continue,  it  is  impossible 
to  forecast.  No  one  was  able  to  approximate  the  length  of 
the  most  destructive  war  in  history,  and  no  one  is  wise 
enough  to  foreseethow  long  ^e  present  condition  of  doubt 
and  insecurity  with  its  inevitable  suffering  and  social  dis- 
turbances may  last 

Only  by  gaining  the  confidence  of  investors  can  the 
credit  and  capitaljnecessuy  to  insure  normal  business  in 
the  world  be  mobaized  and  used.  Only  the  free  exchange 
of  commodities  between  the  countries  in  constantly  increas- 
ing volume  can  biing  normal  life  to  the  people  and  the 
efuoditions  they  ka^  before  the  war. 
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The  United  States  is  r^i^arded  as  the  most  powerful 
country  in  the  world,  commercially  and  financially.  Its 

reputation  for  integrity  and  fair  dealing  is  well  established. 
In  every  country  your  Committee  visited  and  in  almost 
every  conference  in  which  it  participated,  irrespective  of 
the  occupation,  official  position  or  social  status  of  the  per^ 
sons  met,  the  opinion  was  expressed  that  neitiier  Wertem 
nor  Central  Europe  can  be  restored  to  a  condition  which 
promises  hope  and  progress  for  the  future  without  our 
active  assistance. 

Possessing  as  it  does  great  quantities  of  raw  material 
and  manufactures  which  it  wishes  to  exchange  with  other 
nations,  the  interest  of  the  United  States  in  accelerating  a 
return  to  world  prosperity  is  vitaL 

The  fact  is  not  debatable  that  after  the  part  we  have 
taken  in  the  late  war  we  cannot  refrain  from  actively 
participating  in  tiie  settiement  of  the  economic  and  finan- 
cial difficulties  now  confronting  the  world. 

Every  country  desires  our  friendship  and  assistance, 
and  it  is  apparent  we  can  participate  in  the  restoration  of 
commerce  and  industrial  productivity  on  any  reasonable 
and  consistent  terms,  either  by  modification  of  the  Versailles 
treaty  to  meet  the  policies  of  the  United  States,  or  independ- 
mtiy  of  it. 

Doubtless  it  was  tiie  realization  of  our  moral  as  well 

as  of  our  financial  and  commercial  responsibility  in  reliev- 
ing the  world's  depressed  condition  that  caused  the  Presi- 
dent to  call  the  proposed  conference  in  Washington  to  con- 
sider the  reduction  of  armaments. 

Any  student  of  world  affairs  cannot  escape  the  con- 
clusion that  each  of  the  nations,  including  the  United 
States,  cannot  continue  to  expend  so  large  a  part  of  its  en^ 
tire  revenue,  derived  from  taxation  which  is  now  almost 
unbearable,  in  preparation  for  future  war,  if  the  present 
civilization  is  to  continue.   To  peace  and  to  the  restorar 
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tion  of  the  world's  economic  balance  we  must  give  our  at- 
tenticm. 

Respectfully  submitted: 

Joseph  H.  Derees,  Chairman 
John  H.  Fahey 

Silas  H.  Strawn 
R.  P.  Lamont 

John  J.  O'Connor 

James  H.  Douglas,  Jb., 

Secretary. 
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